MARICOPA COUNTY BOARD OF SUPERVISORS MINUTE BOOK

INFORMAL SESSION
December 2, 2002

The Board of Supervisors of Maricopa County, Arizona convened at 9:00 a.m., December 2, 2002, in the
Board of Supervisors' Conference Room, Tenth Floor, 301 W. Jefferson, Phoenix, Arizona, with the
following members present: Don Stapley, Chairman; Fulton Brock, Vice Chairman; Andy Kunasek, Max W.
Wilson and Mary Rose Wilcox. Also present: Fran McCarroll, Clerk of the Board; Shirley Million, Minutes
Coordinator; David Smith, County Administrative Officer; and Paul Golab, Deputy County Attorney. Votes of
the Members will be recorded as follows: (aye-no-absent-abstain).

BUDGETING FOR RESULTS PRIORITIES FOR FY 2003-2004 AND BUDGETING FOR RESULTS
POLICY GUIDELINES

Item: Budgeting For Results Priorities for FY 2003-2004 that provide direction from the Board of
Supervisors to the Office of Management and Budget (OMB) and all departments so that structurally
balanced budgets are developed for FY 2003-2004. (C49030126) (ADM1825)

Item: Budgeting For Results Policy Guidelines (B1006) that serve as the base guidelines from the Board
of Supervisors to all departments to use when preparing their budgets for submission to the Office of
Management and Budget (OMB). (C49030166) (ADM1825)

Sandi Wilson, Deputy County Administrator, said that when this year’'s budget was drawn up last spring,
indications had been strong for the economy to turn-around before fall, 2002, however, this has not
happened and an increasing number of business leaders have now adopted a more pessimistic view of
the future economy. She indicated that many towns and cities are reducing their workforce and making
other budget cuts due to the reduction in sales and income tax receipts. The State of Arizona is making
similar cuts to try to bring their huge budget deficit under control from the last two years and gain some
protection for additional carry-over deficits projected to impact the state budget in the near future. She
explained that at budget time last spring, the economic advisor to the County, Elliot Pollack, had given
what he called his “pessimistic forecast” on projected sales tax growth at 4.0% for November 2002, but
the actual growth for November was only .8%. “So we're now down $800,000 to the budget in that one
month. We are very nervous about these numbers,” Ms. Wilson stated.

Chris Bradley, Deputy Budget Director, spoke on 2003-04 budget priorities that are being recommended
in response to today’'s adverse fiscal climate. These include a 5% and 10% reduction plan for all County
departments’ base budget requests in order to maintain a structurally balanced County budget. Base
Budget Targets for the County will take the current year's budget and apply annualized costs and the
Board's already approved action items, “without loading in any kind of automatic inflationary
adjustments.” Discussion ensued on probationary, and other cost increases that have been applied for,
and the unexpected financial impact the Ring Decision will have beginning with this year’s budget. There
is also the possibility that these unexpected costs could cause some necessary budgetary cuts to take
place at the beginning of 2003.

Chairman Stapley explained that this is a “probable case and a worse case scenario, the 5% - 10%
circumstance, and is based on the current sense of where the economy is and what's happening at the
State level.”

Supervisor Brock asked about a sentence in the backup that spoke of “minimizing the impact on critical

public services as much as possible.” He asked who, and what guidelines, would determine what those
critical public services would be.
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Ms. Wilson responded that the department directors and elected officials would be asked to make
recommendations on these to OMB for evaluation and eventual recommendation to the Board of
Supervisors.

Chris Bradley said that on any requests for additional funds, they are recommending that under the
circumstances the Board adopt a policy to consider, “only requests that would be funded from jail tax
funds out of the original $900M, the purposes being as specified, be considered this year — basically for
phased-in operations of the new facilities for the detention fund.”

Brian Hushek, Deputy Budget Director, reviewed the budget calendar for the next fiscal year and said that
in the next few months OMB will coordinate a FY2003 budget alert; develop a policy for use of existing
$900 million jail tax funds; and set a meeting with Elliot Pollack for an update and projection on the
economic situation.

Supervisor Wilson asked what was happening “with our property taxes with all the new construction and
home permits, and what direction the trends are going -- based on the numbers that are coming to us.”
He added, “I don't see a big dip in that so far, with the interest rates what they are now.”

Ms. Wilson replied that there have been no significant drop-offs in the assessed valuations so far but
added that normally property tax is on a different cycle than sales tax and that property tax changes
usually hit several years after a drop in the sales tax. She agreed that the low interest rates could cause
some isolation from that trend. She believes the County’s commercial properties, because they are
based on income, are the biggest concern and that significant drops could be seen in the assessed
valuation related to them.

Supervisor Kunasek warned about a possible concern over conversations reported to him that the State
Attorney General’s Office will close their criminal appeals section, to eliminate from their budget the 40
high-level attorneys that practice in that department. This criminal appellate work would all be sent down
to the counties. His belief is that Governor-Elect Janet Napolitano supports this idea. He added, “I think it
would be safe to assume that no funding would come with it, and so we do have to stay alert and on-top
of what the new legislature does to try to get out from under their budget difficulties.”

Motion was made by Supervisor Wilcox, seconded by Supervisor Kunasek, and unanimously carried (5-
0) to approve 1) the Budgeting For Results Priorities for FY 2003-2004 that provide direction from the
Board of Supervisors to the Office of Management and Budget (OMB) and all departments so that
structurally balanced budgets are developed for FY 2003-2004 and 2) to amend the Budgeting For
Results Policy Guidelines (B1006) that serve as the base guidelines from the Board of Supervisors to all
departments to use when preparing their budgets for submission to the Office of Management and
Budget (OMB), as detailed below.
BUDGETING FOR RESULTS POLICIES AND PROCEDURES
FOR FY 2003-2004

A. Introduction

The purpose of this policy is to set forth the guidelines for developing budgets for Maricopa County, as
well as the Flood Control, Library, and Stadium Districts. Maricopa County’s budget process provides for
responsible management of taxpayers’ resources, while insuring that funds are directed towards
achieving results at all levels.
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Definitions

Budgeting for Results: A process in which budgetary decisions are based on or informed by

performance information that describes the cost or efficiency of producing an activity and the results
achieved for customers. This is accomplished by structuring the accounting and budgeting systems
according to the structure of Departments' Strategic Plans.

Structurally Balanced Budget: A budget in which all recurring expenditures are fully supported by

recurring sources of funding.

Policy Guidelines

1.

b).

d)

f)

9)

General Guidelines for Budget Development:

. The budget will be based on conservative revenue estimates and will be structurally

balanced. The budget will be formulated in accordance with the Reserve and Tax
Reduction Policy Guidelines (B1007).

In accordance with the Board of Supervisors/Board of Directors’ Managing for Results
Policy (B6001), Budgeting for Results is part of an overall management system that
integrates planning, budgeting, reporting, evaluating and decision-making that is focused
on achieving results and fulfilling public accountability. Departments/Special Districts are
required to participate in the strategic planning process, and their plans and performance
measures, along with strategic direction from the Board of Supervisors/Board of
Directors, will be the primary basis for funding decisions.

. The Office of Management and Budget will analyze all base budgets to identify possible

reductions, and will analyze all results initiative requests in detail, with particular focus on
their impact on results.

Directors and Program Managers will critically review new, unfunded or under-funded
program mandates from the State and Federal governments in order to determine the
fiscal impact to the County and to identify funding solutions.

All positions will be fully funded in the budget or designated for elimination in accordance
with the Funded Paosition Policy (B3001).

Wherever possible, grants and other non-local revenue sources will be used before
allocating General Fund resources or other local revenues. Grant and other special
revenue budgets will be developed in accordance with the Policy for Administering
Grants (F2001) and the Indirect Cost Policy for Grant Programs (F2002). Matching funds
will be budgeted only to the extent required by law or by contracts and agreements
specifically approved by the Board of Supervisors/Board of Directors.

Wherever possible, the annual budget will provide for the adequate and orderly
replacement of facilities and major equipment from current revenues based on confirmed
analytical review of need. Vehicle replacement will conform to the Policy for Vehicle
Replacement (B4002).
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Revenue:
Existing grant agreements or grant applications must support budget requests for grants.

Where appropriate, services and programs will be supported by user fees. User fees will
recover the County's full direct and indirect costs, unless market considerations dictate
otherwise. All user fees will be reviewed annually in conjunction with the budget
development process. Because expenditures supported by user fees are generally
subject to the Constitutional expenditure limitation, such expenditures must be carefully
reviewed, and user fee rates should be reduced if they can no longer be justified by
actual expenditures.

Anticipated revenue to the County from fee increases will not be budgeted unless the
Board of Supervisors/Board of Directors has approved such increases.

All Departments/Special Districts, including elected officials and the Judicial Branch, will
report to the Board of Supervisors/Board of Directors via the Office of Management and
Budget all non-appropriated funding sources available to support their operations and
programs, either directly or indirectly. When investigatory or security issues are of
concern, such issues will be addressed on an individual basis.

Expenditures:

Departments/Special Districts shall submit base expenditure requests within the budget
target provided by the Office of Management and Budget. The Office of Management
and Budget will develop targets for each fund budgeted by a Department/Special District
according to its current budget, with adjustments as directed by the Board of
Supervisors/Board of Directors.

Requests for funding above base level must be submitted as Results Initiatives
Requests, and must be directed to achievement of approved strategic goals that align
with the direction of the Board of Supervisors/Board of Directors. Requests for additional
funding will be considered only if departments/special districts have met the requirements
for “Planning for Results” under the Managing for Results Policy (B6001). Results
Initiative Requests must be supported by complete performance measures that can be
used to monitor and evaluate the initiative’'s success if funded. The Board of
Supervisors/Board of Directors may annually adopt guidelines and priorities for results
initiative requests. The Office of Management and Budget will review all results initiative
requests and make recommendations according to the guidelines and priorities
established by the board of supervisors/board of directors.

In order to promote consistent and realistic budgeting of personnel, all personal service
budgets shall include a reasonable allowance for personnel savings due to natural staff
turnover. The rate of personnel savings should be budgeted based on past experience.
Budgeted personnel savings may be budgeted conservatively for smaller departments
that are subject to greater variations in staff turnover.
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No "carryover" capital outlay or capital improvements will be budgeted unless specifically
approved by the Board of Supervisors/Board of Directors. Departments that do not
identify and receive approval for carryover items will be required to eliminate them or
fund them from within their operating budgets.

Major Maintenance projects and Vehicle Replacement for General Fund Departments will
be budgeted in General Government. All non-General Fund Departments will fund their
own Major Maintenance projects and Vehicle Replacement.

Budget Process:

All Appointed, Elected and Judicial Branch Departments/Special Districts will follow these
policy guidelines in preparing their Annual budget requests.

All Appointed, Elected, and Judicial Branch Departments/Special Districts will submit
budget requests to the Office of Management and Budget (OMB) following the detailed
timeline, directions and format prescribed by OMB.

Department/Special District financial reporting structures will be established by the
Financial Reporting Review Committee and must be finalized prior to budget submission.

All budget requests will be submitted at a detailed level by department, fund, organization
unit, Program/Activity, object/revenue source, and month. Departments/Special Districts
will prepare their budget requests in the budget preparation system provided by the
Office of Management and Budget, and will follow all system instructions.

The Deputy County Administrator (DCA) will negotiate budget recommendations with
Elected Officials and Judicial Branch departments. If agreement cannot be reached with
the DCA, the Presiding Judge and elected officials may first continue negotiation directly
with the County Administrative Officer or, if agreement still cannot be reached, with the
Board of Supervisors.

Capital Improvement Projects:

Upon recommendation of the Facilities Review Committee and identification of available
funding, the Office of Management and Budget will recommend a five-year Capital
Improvement Program to Board of Supervisors/Board of Directors in accordance with the
Capital Improvement Program Policy.

The Board of Supervisors/Board of Directors may allocate carry-over fund balances to
one-time capital items in accordance with the Reserve and Tax Reduction Policy
(B1007).

When requesting funding for capital improvement projects, Departments/Special Districts
will provide estimates of increased operating costs associated with each individual
project.

Capital improvement program budgets may include a contingency budget reserve to fund
project overages of up to 10% or $1,000,000, whichever is less.
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Internal Charges and Indirect Cost Allocations:

Internal service departments and County Counsel will develop estimates of base and
discretionary charges for each Department/Special District they serve according to
instructions and schedules provided by OMB. All estimates will be reviewed by the user
departments, OMB and Finance.

All internal charges will be based strictly on recovery of actual costs for providing
services or sharing use of equipment or facilities; charges between Departments/Special
Districts that are based on “market rates” and exceed actual costs are prohibited.
Allocation of costs between funds for shared use of buildings or equipment will be
determined consistent with the Central Service Cost Allocation plan prepared by the
Department of Finance.

Base-level or non-discretionary internal services will be charged at the fund level.
General Fund department charges will be budgeted in, and paid from, General
Government.  Discretionary internal service charges are the responsibility of the
requesting Department/Special District.

The Department of Finance will assess Central Service Cost Allocation charges from all
non-General Fund agencies except grants based on a full-cost allocation methodology.
The Department of Finance will provide departments that administer grants with an
indirect cost rate established according to the methodology allowable by the grantor.

Funding for the Self-Insurance Trust Fund will be assessed from all funds as a base-level
charge based on a funding plan developed by the Risk Management Department. The
funding plan will provide for an ending cash balance equal to the projected paid losses
and claims-related expenses for the upcoming fiscal year.

MARICOPA COUNTY
BUDGETING FOR RESULTS GUIDELINES AND PRIORITIES
FOR FY 2003-04

The purpose of these guidelines and priorities is to provide direction from the Board of Supervisors to the
Office of Management and Budget and all departments so that a structurally balanced budget is
developed for FY 2003-04.

Base Budget Targets:

Budgets for all departments and funds will be prepared within target amounts equal to their current
budgets plus authorized adjustments. The Office of Management and Budget is directed to adjust budget
targets for the following:

1.
2.
3

the annualized cost of FY 2002-03 approved Results Initiative Requests;

the annualized impact of FY 2002-03 mid-year appropriation adjustments;

the annualized impact of other items including intergovernmental agreements approved by the Board
of Supervisors if the impact was disclosed at the time of Board approval.
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All departments must submit base budget requests within their budget targets.
Base Reductions:

In order to maintain a structurally balanced budget, 5% and 10% base reductions will be developed and
considered for all departments (excluding grant funds). The Office of Management and Budget is
directed to prepare 5% and 10% base reduction targets for all non-grant funds. All departments and
agencies must submit alternative base budget requests that meet their budget reduction targets.
Departments and agencies are directed to present base reductions that minimize the impact on critical
public services as much as possible. The service impact of the reductions must be disclosed.

Requests for Additional Funding (Results Initiative Requests):
Only Results Initiative Requests that are funded by the original $900 million of Jail Excise Tax for phased-
in operation of new facilities will be considered, as authorized by A.R.S. §42-109 and approved by the

voters of Maricopa County in November 1998.

RECESS TO EXECUTIVE SESSION

Vote to recess and reconvene in Executive Session to consider items listed on the Executive Agenda
dated December 2, 2002, as follows.

LEGAL ADVICE, PENDING OR CONTEMPLATED LITIGATION -- A.R.S. 838-431.03(A)(3) AND
(A)4D

Compromise Cases — Cristian Castaneda, Cirino Luis Cruz, Geneva Hill, Teressa Hunt, Ramon
Villareal Padilla, Edwin Ramos, Latonio Smith, Adam Soldinger.
Barbara Caldwell, Outside Counsel

LEGAL ADVICE, PENDING LITIGATION -- A.R.S. §38-431.03(A)(3) AND (A)(4)

Claim of Cullin Bryant
John Paulsen, Deputy County Attorney, Division of County Counsel
Richard Stewart, Deputy County Attorney, Division of County Counsel
Stephen Silverman, Deputy County Attorney, Division of County Counsel
Peter Crowley, Risk Manager
Joe Campbell, Claims Manager
David Tierney, Chairman, Board of Trustees
Tom Manos, Trustee, Board of Trustees
Rocky Armfield, Trustee, Board of Trustees
Joel Sterrett, Trustee, Board of Trustees

PENDING LITIGATION -- A.R.S. 838-431.03(A)(4)

Jacobson v. Anderson, No. 1-CA-SA 02-0250
Christopher Keller, Chief Counsel, Division of County Counsel
Dean Wolcott, Esg., Contract Attorney
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CONTRACTS SUBJECT TO NEGOTIATION; PURCHASE, SALE OR LEASE OF REAL
PROPERTY -- A.R.S. §38-431.03(A)(4) AND (A)(7)

Northeast Regional Court Facility
Christopher Keller, Chief Counsel, Division of County Counsel
Terry Eckhardt, Deputy County Attorney, Division of County Counsel
Judge Colin Campbell, Presiding Judge of the Superior Court
Tom Manos, Chief Financial Officer
Robert Williams, Chief Public Works Officer
Steve Conner, Director, Facilities Management
Ted Gates, Facilities Management
Robert Corley, Real Estate

LEGAL ADVICE; CONTRACTS SUBJECT TO NEGOTIATION -- A.R.S. §38-431.03(A)(3) AND
(A4

Legal advice regarding development agreement involving Southpoint Environmental Landfill
David H. Benton, Deputy County Attorney, Division of County Counsel
Joy Rich, Director, Planning and Development

MEETING ADJOURNED

There being no further business to come before the Board, the meeting was adjourned.

Don Stapley, Chairman of the Board

ATTEST:

Fran McCarroll, Clerk of the Board
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